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The Co-operative Federation of Vic- 
toria’s 16th AGM was held at the 
RACV Club, Melbourne on 15 Octo- 
ber, 1998. 

Nineteen member co-operatives were 
in attendance at the AGM. 

Chairman David Griffiths spoke 
briefly to the Annual Report. He 
thanked the preceding Chairman, 
John Gill, for his willingness to ac- 
tively contribute to the Federation. 

In dealing with the board’s recom- 
mended increase in subscription lev- 
els, an amendment was moved by 
Southern Energy Co-operative Ltd 
that the subscription level for co- 
operatives with an annual turnover 
of up to $20,000 remain at $50 instead 
of the recommended increase to $100. 
The amendment was seconded by the 
Mirboo North Newspaper Co- 
operative Ltd. After debate, the 
amendment was put and carried. The 
subscription levels, incorporating the 
amendment, were adopted. 

Members also approved new Rules 
recommended by the Board to meet 
the requirements of the new Co- 
operatives Act 1996. 

The AGM was followed by the Annual 
Dinner which was attended by 39 
people. 

Special guests at the dinner were Dr. 
Lawrence B. Dooley (Agribusiness 
Programs Director, Monash Univer- 
sity), Sandra Mitchell (Manager, 
Compliance Services, Office of Fair 
Trading and Business Affairs) and 
Chris Greenwood (Editor, National 
Co-op Update). 


The Federation is pleased with the 
quality of entries for the Co-operation 
Awards and looks forward to next 
year’s Awards. 

In announcing the Co-operation 
Awards, the Chairman thanked: 

• Co-operative Energy Ltd for its 
donation of three co-operative 
books for each winner - Coopera- 
tion Works, Make No Small Plans 
and Seizing Control. 

• The Co-operation Awards Selec- 
tion Panel - chaired by John Gill 
with Brian McIntosh, Dan 
McMullen and Owen Slattery. 

Commissioner Rhonda Smith, of the 
Australian Consumer and Competi- 
tion Commission (ACCC), was the 
guest speaker at the dinner. In her 
address, Ms Smith covered inter alia: 

• The history of national competition policy 

• The guiding principles of national competi- 
tion legislation. 

• The role of the ACCC. 

• Existing issues for co-operatives or which 
can be used by co-operatives. 

• The authorization provisions and opportu- 
nities for co-operatives. 

• The issue of public benefit. 

Ms Smith will be writing an article 
for the next issue of Victorian Co- 
operative News on competition policy 
and co-operatives. 

Board director J. Niel Black gave the 
vote of thanks to Ms. Smith. 







CO-OPERATIVE FEDERATION OF VICTORIA LTD 


EDITORIAL NOTES 


With the next issue there will be a reader survey about VCN - 
your opportunity to shape its future. 

Your feedback is essential in assisting the Federation’s board 
to assess the importance of VCN to you and prioritise its de- 
velopment. We’ll want to know what you like and dislike about 
VCN. We want to know what you read, what you do not read 
and what you want to read. 

This issue has two opinion pieces: 

• John Gill on co-operative capital which emphasises, interalia, the importance of 
an equitable capital structure and the potential for a conflict of interest. 

• Graeme Charles on the past and current importance and future potential of co- 
operatives for rural Victoria. 

Editorial Committee: John Gill, Libby Stewart and David Griffiths 



Co-op 

Values 


Co-operative values are central to the UK’s Co-operative Whole- 
sale Society. 

That’s the message brought to Australia recently by Martin 
Meteyard, Chief Administration Officer, Scottish Co-op. 

Between 29 September - 1 October 1998 Martin came to Victo- 
ria while on holiday based in NSW and visited Purchasing Vic- 
toria Co-operative Ltd, Warrnambool Co-operative Society Ltd 
and Terang and District Co-operative Ltd. 



Scottish Co-op is the retail arm of the CWS in Scotland. Scottish 
Co-op has 155 shops, 150,000 members and 5500 staff Martin Meteyard’s mes- 
sage is important for Australian co-operatives and co-operators who are reaf- 
firming, reinventing and reexamining their own cooperative values. “Co- 
operative membership is the only thing that makes us better and different”, 
says Martin. 


In the next issue of VCN we’ll discuss the co-operative values of the CWS and what it is saying 
and doing about these values. 


LETS Co-operate 

On the 10-11 October 1998, Federation Chairman, David Griffiths, attended a Victorian Statewide Local 
Exchange and Trading Systems (LETS) conference in Frankston. 

He gave a brief paper on co-operatives which included exploring similarities with LETS groups - volun- 
tary participation, open membership, democratic ownership and control. 

“The LETS participants responded positively and there was genuine interest in continued dialogue, “ 
he said. “There is considerable potential mutual benefit between small co-operatives and LETS.” 

For more on LETS see the article Community Self-Help on p 8. 





CO-OPERATIVE CAPITAL 

John Gill* 

The core finance of all enterprises, including co-ops, needs to be provided by the owners. With the excep- 
tion of non-trading co-ops, which are not required by the Co-operatives Act to have a share capital and, 
therefore, may rely on member subscriptions, the funding will be by way of the issue of shares. In compari- 
son with companies listed on the stock exchange, co-ops are at a disadvantage in raising capital. Publicly 
listed co-operatives have the advantage of: 

• A much wider pool of potential shareholders. 

• A market which allows shareholders to move in and out quickty to suit their particular circumstances. 

• A market which has the potential to provide capital growth to shareholders. 

Although co-ops have different objectives to companies listed on the stock exchange, many co-op members 
will judge their shares in relation to what they might achieve from investing on the stock exchange. 

In his book, Reinventing the Co-operative, Edgar Parnell refers to two types of co-ops, the club model and 
the ownership model. The club model is the more traditional; on joining the member subscribes for shares 
at their par value and on leaving just receives back his or her original investment. There is no capital 
growth for the member, but on the other hand the entry price does not reflect the build-up in asset values 
prior to the member joining. This model has the advantage of simplicity and is the preferred model when 
the capital requirements per member are not great. On the other hand, if there has been a large build-up of 
assets from retained profits as happened with the Victorian fertiliser co-op, Pivot, which is not reflected in 
the value of the member shares the co-op becomes vulnerable to takeovers by outside investors. The owner- 
ship model takes on some of the attributes of the publicly listed company and provides capital growth to 
members, most commonly by the issue of bonus shares out of retained profits. 

Equitable Capital Structure 

A capital structure needs to be equitable in as much that shares held by individual members should be in 
proportion to the amount of business they transact with their co-op. This can create some administrative 
difficulties but if the capital contribution of individual members are significant and if there are large dif- 
ferences in the amount of business transacted by members it is worthwhile implementing. It does not have 
to be compulsory and a satisfactory result can be achieved by calculating the patronage rebate by refer- 
ence to the amount of business and shares held to provide an incentive for the larger users of the co-op’s 
services to acquire more shares to maximise their rebate. 

The largest co-ops with the greatest capital needs in Australia are the dairy co-ops. In recent years Bonlac 
has spent $150 million on a new plant in Gippsland. Some of these co-ops are finding it difficult to raise all 
their capital needs from members and are considering bringing in outside investors as did the Irish dairy 
co-ops. This is being assisted by the stock exchange relaxing its requirements for one vote per share to en- 
able co-ops to list. 

Potential Conflict of Interest 

The danger with this course of action is that there is a potential conflict of interest between the outside in- 
vestor who wants to maximise profits and the supplier members who want to maximise their milk prices 
and services. While there may be provisions in place to protect the controlling interest of supplying mem- 
bers, market forces may eventually result in outside investors taking control. Bonlac has recently shown an 
alternative solution with an innovative $100 million issue of notes on the stock exchange. Being notes, not 
shares, they do not have voting rights but they also provide Bonlac with some of the flexibility of shares as 
the payment of interest depends on Bonlac earning profits. The issue was 
well received by investors and substantially over subscribed. If co-ops with 
large capital requirements want to raise all their equity capital from mem- 
bers they need to have in place policies which provide: 

• a reasonable market rate of dividend 

• capital growth on shares 

• prompt payment of shares on retirement and 

• link minimum share requirements to business transactions. 

*John Gill is a director of the Co-operative Federation of Victoria 
Ltd. 




Co-operation 
Awards 1998 

C O -O PERAT IVE O F YEAR 
Rupnorth Co-operative, Minyip 

Type of business Rural services No of members 118 
No of employees 4 Year established: 1970 

The co-operative started out as a buying co-operative for it's farmer members and later, following de- 
regulation of the g'ain industry, moved into cyain trading and in the past 12 months established a retail 
store selling farm supplies with an annual turnover of $3 million. It has a strong education procyam for 
directors and staff and sponsors local projects 

CO-OPERATIVE DISTINGUISHED SERVICE 
Warrnambool Co-operative Society 

Retail (department and rural stores) and herd improvement No of members 7500 No of employees: 78 
foil time and 100 part-time Year established: 1960 

In an era when many retail co-operatives have found it difficult to compete with the buying power of 
chain stores Warrnambool Co-op has gone from strength to strength. T urnover has gone from $14326 
sold out of a boot of a car in 1960 to $26.4 million in the last year. The herd improvement division, 
Western Herd Improvement, inseminates 70,000 cows and tests 58,000 cows per year. Like Rupnorth, it 
has a very strong education program for directors and staff and sponsors various local clubs and chari- 
ties. W arrnambool is a shining example of what a co-operative can achieve. It is a major force in one of 
Victoria's largest provincial cities. 

CO-OPERATOROFYEAR 
Anthony Gill 

Tony Gill has won this year's award for his outstanding work in helping to bring about a major reform of 
co-operative I eg station with the Co-operatives Act 1996 which came into law on 1 October 1997. The 
introduction of the new Act was a long drawn out process with many political obstacles to be overcome. 
T on/s commenced work on the project when he was a co-operative development officer with the Regis- 
trar of Co-operatives from 1985 to 1988, continued on as Executive Officer, Victorian Division, Austra- 
lian Association of C o-operatives 1989- 1993 and then, finally, as Secretary of the Federation. H is work 
involved consulting with co-ops and lobbying and consulting with the government. Once the Act was 
through parliament, T ony conducted training seminars around the country explaining the Act 

CO-OPERATOR DISTINGUISHED SERVICE 
Ian Risstrom 

Ian won the award for his work in the co-operative herd improvement industry which has made a very 
significant contribution to improving the productivity of the dairy industry. He was manager of the West 
Gippsland Herd Improvement Co-operative for 17 years and for five years was Chairman of the Field 
Management Committee of the Herd Improvement Organisation of Victoria. Ian had a genuine interest 
in co-operatives outside the herd improvement industry and holds the Certificate of Co-operative Man- 
agement (Public Sector Management Institute - Monash University) and was a director of the Co- 
operative Federation 1993-96. 



C o-operative Federation 
Board Election 1998 

At the 1998 AG M nine candidates stood for seven positions on the board. 

The following five directors were re-elected: 

• J. Niel Black, The Western Victorian Dairy Research & Demonstration Farm Co-operative Ltd) Neil re- 
joined the board in 1998. He was previously on the board between 1977-1986 and was chairman between 
1980-84. 

• David Griffiths (Co-operative Energy Ltd) David joined the board in 1996 and was elected chairman in 
1997. 

• John Gill (Victorian Producers' Co-operative Co. Ltd. John has been a director since 1993 and was chair- 
man until 1997. 

• Bernie Harford (Genetics Australia Co-operative Society Ltd) Bernie has been on the board since 1993. 

• Vern Hughes (New Market Co-operative Ltd). Vern has been a director since 1995 except for a brief pe- 
riod in 1997. 

T wo new directors have joined the board: 

• Malcolm Boyce 

• Ron Stone. 

Information provided by the two new directors on their skills and qualifications follow: 

Malcolm Boyce 

C hartered professional engineer, practising in private and public companies in senior management positions 
for 38 years. 

Director for 25 years and Chairman for 20 years of Emerald & District Co-operative Society. 

Fellow of Australian Institute of Company Directors 
Director of a not-for-profit welfare agency for 7 years. 

Ron Stone 

Executive Director, Ballarat Community Education Centre Co-op Ltd 1992- 

President, Australian Council of Education Centres 1994-1998 

Primary and secondary school teacher 

Past General Secretary, Victorian T eachers Union 

Holds degree in Commerce and Education from Melbourne University 

U ndertaken a T rade U nion Program in economics and industrial relations as an ACTU Harvard Foundation 
Scholarship holder 

Experienced administrator and negotiator, committed to advancing co-operatives. 

There are three continuing directors who were not required to stand for election at the AGM: 

• G raeme Andrews, South G ippsland A.B. C o-operative Ltd 

• Val Ogier, Purchasing Victoria Co-operative Ltd 

• John Luckman, YCW Co-operative Society Ltd 



RURAL COMMUNITIES AND CO-OPERATION 

Graeme C harles * 


The demise of small rural towns and communities has been described elsewhere, quite 
rightly in my view, as the longest death bed scene in history. 

It should be recopiised that most small towns and shires reached their population peaks in the early part of 
this century and have been declining for at least the last 50 years. They were established where they are, in 
another time, for reasons that are in most cases no longer relevant. Today 80%of Australia's population 
reside in the six coastal capital cities and their satellites. The irony for those of us remaining in rural com- 
munities is that farming is now a highly developed enterprise whose powth has and will continue to push 
people off the land, further restricting our more traditional opportunities for earning a living. At the same 
time, it brings millions of dollars to our national economy, most of which never reaches our rural communi- 
ties. 

Meanwhile local authorities and development agencies use a variety of methods attempting to stimulate 
economic development. I cannot help but agree with Lee Ergestrom in Make No Small Plans that these 
methods are being arrived at by a process of elimination and, furthermore, that they are mostly attempts 
to change business environments and economic trends to justify the presence of industries where they 
don't develop naturally. I believe, for example, that the economic development officer model widely em- 
ployed across local government in Victoria is one that has many flaws and survives only because no one is 
yet prepared to look for and implement more innovative approaches. 

There is an obvious and crying need for new approaches to rural economic development in Australia. The 
first thing that must be recopiised is that apiculture doesn't necessarily mean rural. This could read as 
“what's good for agriculture may not necessarily be good for a lot of rural communities" many of which 
have little or no dependence on apiculture. 

Any rural economic development policy that will be effective into the future will have to include compre- 
hensive approaches for the development of our most important asset, our people and their ability to be 
both creative and innovative. This is where co-operative action and co-operatives can perform a natural 
role as rural communities struggle to come to terms with their need to become self-reliant, self- 
determining and self-initiating. As people-centered organisations, co-operatives are the most appropriate 
vehicle for ensuring that the profits earned as a result of value added activity taking place, stay in rural 
communities and are not transferred out to some capital city or even worse, abroad. 

I don't imagine for one minute that readers need reminding of the sipiificant role fulfilled by co-operatives 
in Australia and many other countries. The questions that need asking are "why aren't co-operatives play- 
ing a much more sipiificant role in the life of rural Australians?", "what can be done to address this situa- 
tion?" and "why aren't we involved in a major expansion of co-operation?" Co-operative action in rural 
Australia could begin to fill the void created by the withdrawal of government services and propams, the 
complete absence of rural policies (as distinct from apicultural policies) and ever declining traditional job 
opportunities. Instead of increased co-operative action, there appears to be an increased expectations on 
political solutions through the political parties. We need leadership from the existing co-operative move- 
ment. If this is not to be, how on earth can we expect others to respond? 



* Graeme Charles is a director and Chairman of Co -operative Energy Ltd. 
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VICTORIAN CO-O PERATIVE N EW S 


VO LU M E 4 ISSU E 5 


Competition Policy 
and 

Co-operatives 


NINETY YEARS 
OLD 


The Co-operative Federation of Victoria 
Ltd has made a submission to the inquiry 
by the Senate Select Committee on the 
Socio-Economic Consequences of the 
National Competition Policy. 

It is noted that in Japan and the USA there 
are defined exemptions for co-operatives 
from anti-trust activity. Japan’s Antimo- 
nopoly Act exempts co-operatives with 
the following characteristics: 

• Its purpose shall be mutual aid among 
small scale entrepreneurs or consumers. 

• It shall be voluntarily formed; and the 
participation in and withdrawal from the 
co-operative shall be voluntary. 

• Each member shall possess equal voting 
rights; and 

• If distribution of profits among members 
is contemplated, the limits shall be stipu- 
lated in a law or a Cabinet Ordinance, or 
in the articles of an association. 


The Terang & District Co-operative Society Ltd was established 
in June 1908. 

One of Victoria’s oldest co-operatives and a member of the 
Federation, the co-operative's principal activities are retail food 
and general merchandise. 

The co-operative has 770 members and 45 staff - 23 full time, 

5 permanent part time and 17 casuals. Members are required 
to purchase 25 $2 shares. The co-operative's board of seven 
includes two women. 

In addition to food, the range of services includes: 

• Heating and gas appliances 

• Giftware and greeting cards 

• Timber yard and building products 

• Manchester 

• Home hardware 

• Clothing store 

• Town and Country Farm Supplies 

• Farm produce and oils 


In a brief submission, the Federation ar- 
gues that there are significant differences 
in the competition policies of different 
countries and it is important for the Sen- 
ate Committee to identify these differ- 
ences, attempt to establish the basis for 
these differences and what this might 
mean for the development of competition 
policy in Australia. 

The Senate Committee is asked to con- 
sider whether Australia’s competition pol- 
icy has anti-competitive consequences for 
co-operatives and small business. 


Turnover for the year ended 28 February 1998 was $5,950,655 

The co-operative is a participant in the Independent Grocers 
Association wholesaler group. - the independent alternative to 
the Woolworths, Coles and Franklins national chains. IGA is 
promoting its own brands to compete with national brands and 
the more IGA brands sold by the co-operative the greater the 
return to the co-operative. 

There is a competition in Terang from a smaller supermarket. 
There are competing IGA stores in nearby Camperdown , Cob- 
den and Timboon. There is also competition from the major 
provincial shopping centre of Warrnambool which is only 30 
minutes away. 


Co-operatives support competition in the 
market. Co-operatives are competitive 
enterprises and their survival and growth 
depends on competing for members and 
their ongoing support and economic com- 
petitiveness in the market I.e. market 
share and profitability. Co-operative phi- 
losophy and principles are consistent 
with competition. There is a difference, 
however, between competition and com- 
petition policy. 

Copies of the submission are available 
free of charge to Federation members. 


Challenges for the co-operative are to achieve a level of profit- 
ability that enables a discount and/or an annual rebate to mem- 
bers and increasing its market share by persuading more exist- 
ing and new members and shoppers to use the store as a su- 
permarket rather than a convenience store and convert non - 
member shoppers into becoming members. 


During 1997/98, for instance, 
the co-operative upgraded its 
supermarket store with re- 
placement of floor tiles, new 
checkouts, extra delicatessen 
refrigeration and range of 
products, new meat refrigera- 
tion and relocation and im- 
provements to the liquor and 
fruit and vegetable areas. 






This book examines the rural sector of the North West 
States of the USA and recommends co-ops to solve some of 
the problems brought about by changes in agriculture. 

The problems are the same as being experienced by rural 
Australia; a declining population brought on by a smaller 
labour requirement on farms because of technological ad- 
vances leading to reduced utilisation of services such as 
schools and hospitals etc. which are then consolidated in 
the larger towns to the detriment of the smaller. 

With the population increasingly concentrated in urban ar- 
eas there has been a decline in the political power of rural 
communities and coupled with the realisation that much of 
the farm subsidies were going to a small number of wealthy 
large farmers farm subsidies have been cut back. These po- 
litical trends have also been reinforced by reforms to GATT 
through the Uruguay Round of Trade negotiations, which is 
good news for Australian farmers having to compete with 
subsidised American farm products in international mar- 
kets. 

The author suggests value adding agricultural co-ops pro- 
vide a solution to the problem. He notes that major food 
companies are happy to vacate processing and concentrate 
on their strengths in product development and marketing 
and enter into strategic alliances for the supply of produce. 
However, to take advantage of these changes co-ops need to 
become more entrepreneurial and risk taking. The more 
mature co-ops need to reinvent themselves. 

The hook is short on economic analysis and is mostly anec- 
dotal. It has an excellent index and reference notes. It 
should be of interest to anyone looking for solutions to the 
problems of rural Australia. 


Community Self-Help 

“The most powerful resource in turning around neighbourhoods should be the community itself. Community involvement can take 
many forms: formal volunteering; helping a neighbour; taking part in a community organisation. It can have the triple benefit of get- 
ting things done that need to be, fostering community links and building the skills, self-esteem and networks of those who give their 
time.” 

Source: Bringing Britain together: a national strategy for neighbourhood renewal, Report by the Social 
Exclusion Unit, UK Government, September 1998 

The UK Government is establishing “18 cross-cutting teams, drawn from 10 Whitehall Departments and 
involving experts outside Government and those with on the ground experience of poor neighbour- 
hoods.” The work of each committee will include considering “how to maximise the contribution of com- 
munities themselves and what capacity building is needed to promote that.” The Jobs action team, for 
example, will include a report on whether LETs would be cost-effective in drawing people back into 
work.” 

There are 300 LETSystems throughout Australia with an average membership of 150 each - approxi- 
mately 45,000 participants in total. LETS members trade goods and services using a unit of currency. 
The Moreland LETS, for example, using a unit of currency called BAC. You earn BACS for goods and 
services provided and use BACS for goods and services received. 

There is also a Business Action Team with the goal of drawing up an action plan with targets to encour- 
age more successful business start-ups in poor neighbourhoods. While there is emphasis on getting 
“access to support to start a business or become self-employed,” there is no specific reference to co- 
operatives. 


Make No Small 
Plans: 

A Cooperative 
Revival for 
Rural America 


Lee Egerstrom 
Lone Oak Books 
1994 

294 pages 


Reviewer: John Gill 


Make No Small Plans: A Co-operative 
Revival for Rural America is available 
from the Co-operative Federation of 
Victoria Ltd for $28 plus postage. 
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